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SUB J : ECONOMIC ASSISTANCE - UNTYING PROCUREMENT 
REF: (A) STATE 32531, (B) STATE 32532, (C) STATE 35856 

1 . ACCORDING TO ECONCOOPMIN (KERN) THE FRG WILL NOT 
RPT NOT ACTIVELY SUPPORT US UNTYING PROPOSAL AT NEXT 
MEETING OF DAC WP/FA ON MARCH 2. AN INTER-MINISTERIAL 
MEETING WILL NOT BE HELD UNTIL NEXT WEEK, BUT KERN 
EXPECTS CONCURRENCE FROM THE OTHER MINISTRIES FOR THIS 
POSITION. 

2. KERN SEES THE US PROPOSAL TO UNTIE A MAXIMUM 
NEGOTIATED PACKAGE OF AID AS A STEP BACK FROM THE 
PREVIOUSLY ACCEPTED (EXCEPT BY THE US AND FRANCE) GOAL 
OF 100 PERCENT UNTIED LOANS EXCEPT FOR DEROGATIONS. HE 
ALSO BELIEVES THAT ACCEPTANCE OF THE US PROPOSAL WOULD 
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NOT BE SEEN BY LDCS AS A POSITIVE STEP IN THE NORTH- 
SOUTH DIALOGUE AS THE ORIGINAL UNTYING PROPOSAL WAS TO 
BE. KERN FEARS THAT DAC DONORS WILL HAVE AN EXCUSE TO 
PULL BACK FROM THE 100 PERCENT GOAL. 

3. EMBOFF COMMENTED THAT 100 PERCENT GOAL DOES NOT 
SEEM REALISTIC AND THE US PROPOSAL OFFERS A WAY OF 
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ACHIEVING A MAXIMUM PERCENTAGE OF UNTIED AID WHILE 
MAINTAINING EQUITABLE COMMERCIAL BENEFITS FOR ALL. 

KERN, HOWEVER, RETORTED THAT IF COMMERCIAL EQUITY IS 
OVER STRESSED, DAC DONORS WILL NEVER COME CLOSE TO 100 
PERCENT GOAL. HE COMMENTED THAT ALL DAC DONORS 
ACCEPT THE PRINCIPLE OF DEROGATIONS TO PROTECT SENSITIVE 
INDUSTRIES. THE PRINCIPLE OF 100 PERCENT UNTYING 
SHOULD REMAIN, HOWEVER. 

4. KERN COMMENTED ON THE DETAILS OF THE US PROPOSAL 
IN THE EVENT THAT A DAC CONSENSUS SUPPORTS IT: 

- FRG AGREES THAT ANY UNTYING AGREEMENT SHOULD BE 
POLITICALLY, RATHER THAN LEGALLY, BINDING. 

FRG ALSO AGREES TO THE INCLUSION OF GRANTS. 

- THE PROVISION FOR CONSULTATIONS IN THE EVENT OF 
CHANGES IN AID PLANS COULD CREATE PROBLEMS IF THE CALL 
FOR CONSULTATIONS MEANT THE SUSPENSION OF ALL PREVIOUSLY 
NEGOTIATED UNTIED AID LEVELS. 

FRG CAN PROVIDE INFORMATION BY RECIPIENT COUNTRY 
ON HOW MUCH AND, IN GENERAL, FROM WHICH SUPPLIERS, 
PROCUREMENT IS MADE. HOWEVER, INFORMATION ON THE KINDS 
OF GOODS PROCURED WOULD INVOLVE THE EXAMINATION OF 
REAMS OF INVOICES, TO SOME OF WHICH THE FRG HAS NO 
ACCESS. 
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5. COMMENT: IN ORDER TO APPEAR TO BE FORTHCOMING IN 
CIEC, FRG FONOFF WILL UNDOUBTEDLY SUPPORT THE 
ECONCOOPMIN'S RESERVED ATTITUDE TOWARD US PROPOSAL. 
ECONMIN, WITH INTERESTS OF GERMAN INDUSTRY TO PROTECT, 
WOULD NOT MIND SEEING MORE AID DEROGATIONS, BUT IN LIGHT OF 
THE ALREADY HIGH RETURN OF EXPORT ORDERS TO GERMAN 
SUPPLIERS OF GERMAN ODA, ECONMIN WILL NOT ARGUE VERY 
LONG. ACCORDING TO KERN, OF THE 80 PERCENT OF 1975 
GERMAN CAPITAL AID TRACEABLE, 61 PERCENT CAME BACK TO 

THE FRG IN EXPORT ORDERS. KERN SUSPECTS A MAJORITY 
OF THE 20 PERCENT NOT TRACEABLE ALSO FOUND ITS WAY 
BACK. THE NEW MINISTER FOR ECONCOOP, FRAU SCHLEI, USES 
A RETURN FIGURE OF 270 PERCENT FOR FRG CONTRIBUTIONS TO 
THE WORLD BANK WHEN SHE IS TRYING TO MARSHAL PUBLIC 
OPINION BEHIND INCREASED ODA. IN VIEW OF THESE FIGURES 
THE FRG IS RELUCTANT TO COME DOWN FROM ITS COMFORTABLE 
POSITION OF DEMANDING 100 PERCENT UNTIED AID AS A 
"POSITIVE" GESTURE TO THE THIRD WORLD. 

STOESSEL 
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